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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DPIVISION

MYLA NAUMAN, JANE ROLLER, and
MICHAEI LOUGHERY,

Plaintiffs,

ABBOTT LABORATORIES and
HOSPIRA, INC.,

)
)
)
)
)
VsS. }) No. 04 C 71998
)
)y Judge Gettleman
)
)
)

Defendants.

The deposition of GRICE WILLIAMS, taken
pursuant to notice and the Federal Rules of Civil Procedure
for the United States District Courts, reported by Susan
Soble, Certified Shorthand Reporter and Notary Public
within and for the County of Cook and State of Illinoils, at
35 West Wacker Drive, Suite 47E, Chicago, Illinois, on

Thursday, January 11, 2007, at the hour of 10:10 a.m.

SUSAN SOBLE ASSOCIATES, P.C.
Certified Shorthand Reporters
1460 North Clark Street - 2611

Chicago, Illinois 60610
(312) 988-9868
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;]3 APEIEQSSSECIE i: LANG, PLLC, by: ! (Witnoss sworn.)
MR, MARK & AMADED 2 GRICE WILLIAMS
3 1400 Eye Street N.W. - 500 3 having been first duly sworn, was examined and testified as
Washington, D.C. 20005 4 follows:
4 {202)265-8010 :
ME-and- A & GLINK. b 5 DIRECT EXAMINATION
5 ITES, MULDER, MOLLICA & GLINK, by: 6 BY MR. AMADEO:
MS, JAMIE S, FRANKLIN : :
6 20 Sauth Clark Street - 1500 7 Q Good mornings, Mr. Williams. My name is Mark
Chicago, lllinois 60604 P .
7 (122630272 8 Amadeo and | represent the plaintiffs in the matter of
g appeared on behalf of the Plaintiffs; 9 Nauman versus Abbott Laboratories and I'll be asking you
¥ WINSTON & STRAWN, LLP, by: 10 questions today. If you don't understand a question, let
10 MR, JOSEPH ). TORRES 11 me know and I'll try to rephrase it.
" éshw“; egs; \?‘;ﬁi’;‘g 2828]_9703 12 When you give a response to a yes and no
(312) 558-5600 I3 question, I'd ask that you answer yes or no instead of
12 : : i b
5 o Didan At 15 obdoutly dont gt picked up well ona et
aboratones; .
14 JENNER & BLOCK, LLP, by: 16 If you need to take a break, let me know and
15 MR.CHRISTOPHER D, LIGUORI 17 1 will try to accommodate you. If we're in the middle of a
One IBM Plaza ) H y ; i i
16 Chieago, Tinats 606117603 183 quest!on, I'm going to ask that you finish answering the
(312) 222-9350 19 question before we take a break.
17 20 Do you understand that you'll be givin
appeared on behalf of Defendant Hospira, Inc. . you understan you gIving
18 21 testimony under oath today?
19 22 A Yes.
20 T E IS LER ) s
71 23 Q And do you understand that if you don't answer
3? 24 truthfully to my questions, you can subject yourself to the
54 SUSAN SOBLE ASSQCIATES, P.C. (312) 988-9868
Page 3 Page 5 |
; WITNESS INDEX OF EXAMTNA'}E?ES 1 penalties of perjury?
I <
2 A Yes.
3 GRICE WILLIAMS
4 Direct Examination by Mr. Amadeo 4 3 Q Do you understand that those penalties would apply
2 Cross Examination by Mr. Torres 148 4 if you answer that you don't remember the answer to a
7 5 question when in fact you do remember?
g 6 A First I've heard of that, but yes.
INDEX OF EXHIBITS 7 Q And do you understand that the penalties apply if
10 WILLIAMS DEP EX.  BATES NO 8 you answer that you can't remember the answer to a question §
t ' ’ 9 when in fact you do remember the answer to a question?
1 H04436-441 29 10 A Yes.
i2 g Qggg;}-zsl 5044 11 Q Are you taking any medication that impairs your
13 4 ML00508-511 51 12 memory?
5 A021603 55
14 6 A021313.322 55 13 A No. ) .. L
7 AD22177-184 62 14 Q Do you have a medical condition that impairs your
S 5 memry?
16 10 A020996-1005 73 16 A No.
; 1t MN00045;052 3890 17 Q Any reason why you won't be answering truthfully
] :g iggéggg" » 03 18 to the questions that I ask today?
18 14 X002573 99 19 A No.
15 X002585-593 110
9 18 HEW002174-176 18 20 Q Are you a college graduate?
17 X011732-821 126 21 A Yes.
20 :g ig?ig‘;g?g; :gg 22 Q Which coilege did you graduate from?
a1 20 HEWO001986-988 140 23 A Lincoln University, Jefferson City, Missouri.
%i 24 Q And when did you graduate from Lincoln University?
24 TP SUSAN SOBLE ASSOCIATES, P.C. (312) 988-9363
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I items related to the transition, not just benefits. 1 Do you see that?
2 BY MR. AMADEQO: 2 A Mm-hm,
3 Q The attachments that are e-mailed, that are 3 Q This is a question and I'll paraphrase it, about
4 included in this e-mail, what are they just generally? Are 4 whether Ms. Davis's pension benefits will be the same if
5 these... 5 she retires from the new company in 2008 compared to if she {:
6 MR. TORRES: Ohjection. 6 retired from Abbott in 2008. :
7 BY MR. AMADEO: 7 Do you recall whether you answered her
8 Q If you can answer. 8 question?
9 MR. TORRES: Objection to the form of the 9 A No, Tdonot. Idonotrecall. That's what I
10 question, it's vague. It's also compound, 10 meant to say.
11 Go ahead and answer if you can, 11 Q You received questions from other employees asking
12 THE WITNESS: These are questions that came from 12 about their pension benefits at the new company, right?
13 employees that are about any number of things related to 13 A Correct,
14 their situations and questions about transition. AsI 14 (@ I mean there were several, is that right?
15 glance through these, these appear to be all retirement 15 A Correct.
16 related. ButI haven't read each one of these. [ just 16 (@ And is it fair to say that employees were
17 glanced at them. But they appear to be from different 17 concerned about what their benefits would be at the new
18 employees. 18 company?
19 BY MR. AMADEO: 19 MR. TORRES: Objection. It calls for speculation
20 Q And these attachments, are they, how would these 20 as to what other people felt.
21 employees submit their questions? Would they e-mail them? | 21 Go ahead and answer if you can.
22 MR. TORRES: Objection, foundation. 22 THE WITNESS: We did get a number of questions on
23 Go ahead and answer if you can. 23 retirement benefits and what would happen with retirement
24 THE WITNESS: Mm-hm, yeah. That's what this was. |24 benefits and what Hospira might do with their retirement
SUSAN SOBLE ASSOCIATES, P.C. (312) 988-9868 SUSAN SOBLE ASSOCIATES, P.C. (312) 988-9863
Page 47 Page 49
1 This was an e-mail that went into this mailbox. I program, okay? So concern, questions, certainly,
2 MR. AMADEQ: Okay. 2 BY MR. AMADEO:
3 THE WITNESS: That was the question and they 3 Q And, in fact, Ms. Tareta said to you, in her
4  basically sorted out what is this question, do [ know the 4  e-mail she says:
5 answer to this question or should I refer it o someone 5 As expected, most of these focus on
6 else. And remember, they were on more than just benefit 6 retirement benefits.
7 items so this person was directing them to wherever they 7 MR. TORRES: F'm sorry.
8 thought they might get a response. 8 MR. AMADEQ: It's the first page, A021241.
9 BY MR. AMADEO: 9 MR. TORRES: Oh, I'm sorry. Objection to the form
10 Q And that person you're referring to, is that 10 of the question. It's argumentative.
Il Tareta who was directing the questions to you, is that 11 Go ahead and answer if you can.
12 correct? 12 BY MR. AMADEQ:
13 A Right 13 Q That's what she said, isn't that right?
14 Q Do you know if there was a manager who oversaw 14 A Tlost the question. Would you restate the
15 this process of collecting questions from the mailbox and 15 question?
16 then directing them to you or others? 16 Q Could you read it back, please.
17 MR, TORRES: Objection, foundation. 17 (The record was read.)
18 Go ahead and answer if you can. 18 MR. TORRES: The document speaks for itself and
19 THE WITNESS: No, I do not know. 1never had any |19 it's argumentative.
20 interaction with a manager, 20 But go ahead and answer if you can.
21 BY MR. AMADEO: 21 THE WITNESS: Still, what's the question?
22 Q If you wouldn't mind turning to A021246, you see 22 BY MR. AMADEQ:
23 that? It's a question I believe that was submitted by Judy 23 Q Well, in fact, at this time did most of the
24 Davis. 24 questions regarding benefits, were they concerning

SUSAN SOBLE ASSOCIATES, P.C. (312) 988-9868

SUSAN SOBLE ASSOCIATES, P.C. (312) 988-984a8
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1 savings opportunities and our total benefits plan. 1 came out of that.
2 Q Was-- 2 BY MR. AMADEO:
3 A Now, as I recall the request came later, but I 3 Q The board meeting that you're referring to is a
4 don't recall a specific time 'cause this was a hurry up. 4 meeting by the Abbott board of directors, is that right?
5 This was a big project in a short period of time. 5 A Right.
6 Q This project, was that in the fall of 20027 6 Q Was there a discussion with Mr. Fussell that you
7 A  Yeah 7 had about this board meeting?
8 Q When Mr. Fussell commissioned, strike that. Did 8 A Not about the board meeting itself as much as the
9 you have a conversation with Mr, Fussell about this 9 challenge, the direction of the project.
14  project? 10 Q Who told you about the board meeting?
11 A Oh sure. 1 A Fussell.
12 Q Okay. And what did he say about the project when 12 Q Did he explain to you that the, or did you ever
13 you had your conversation? 13 hear that the board meeting had a revelt over the rising
14 A Look at all aspects of our benefit plans. Look at 14 benefit costs?
15 alterpatives, figure out opportunities for redesign, put 15 A No. Not the term revolt over rising benefit
16 them on the table and let's have a discussion about them. 16 costs, no.
17 Q Were the opportunities for redesign, they were for 17 Q What was your, what did Mr. Fussell tell you about
18 the purposes of achieving cost savings, is that it? 18 that board meeting?
19 A Yes. Yes, they were, 19 A He told me that there was discussion of the
20 Q Before this project, had Mr. Fussell or anyone at 20 benefit cost. He told me that there was discussion around
21 Abbott asked you to prepare a package for Mr. White 21 the annuity retirement plan.
22 outlining cost saving alternatives? 22 We went through a hiatus a number of years
23 MR. TORRES: Ever? 23 where we did not have to make any contribution to the
24 MR. AMADEO: Yes. 24 benefit plan and to the pension plan we had to make
SUSAN SOBLE ASSOCIATES, P.C. (312) 988-9868 SUSAN SOBLE ASSOCIATES, P.C. (312) 988-9868
Page 103 Page 105
1 THE WITNESS: Ever? Every year we are challenged | 1  contributions, and then the future cost profile of that
2 in some way to deliver our benefits more efficiently and 2 plan was going up and there was discussion at the board
3 virtually every vear we put, presented some kind of package | 3 meeting about other companies restructuring their benefits
4 to Mr. White. But the year before that were we askedtode | 4 and had Abbott been looking at its benefits.
5 acost savings projection on all of our benefits? No. But 5 And so we were concerned were we on top of
6 we have been asked to look at certain benefits. We are 6 it, did we know where we were going to go, are our benefits
7 always in a redesign mode. 7 correct and there's a need to slow down the trend in the
8 BY MR. AMADEO: 8 cost increase.
9 Q And you said that this was a hurry-up project, 9 Q Did Mr. Fussell talk to you in his discussions
10  this particular project that Mr. Fussell approached you 10 about the board meeting about the possibility of converting
11 aboutin 2002, 11  the annuity retirement plan to a cash balance plan?
12 Do you understand why it was a hurry-up 12 MR. TORRES: I'm sorry. Can you read that back?
13 project? 13 {The record was read.)
14 MR. TORRES: Objection, foundation. Calls for 14 MR. TORRES: Thank you.
15 speculation. 15 You can answer, Grice.
16 THE WITNESS: 1 can answer? 16 THE WITNESS: Not as direct as that. He, cash
17 MR. TORRES: Sorry. Go ahead and answer. 17 balance plan was mentioned by him as one of the
18 THE WITNESS: Yeah. This bigger project I'm 18 alternatives to look at, but it wasn't that we want to lock
19 recalling is really coming out following a board meeting 19 in on the cash balance plan. I think, my recollection it
20 following kind of a review of financials, where we stand, 20 was more in the context of some other firms are doing this.
21 projections, that sort of thing. And they are looking at 21 Is there any, you know, we need to say something about it.
22 benefit cost and benefit costs rising fairly rapidly and 22 But, no, it wasn't that they had a big
23 they are creating some concern about, gee, we've got to 23 discussion on cash balance plans, no. That didn't, that's
24  figure out ways to slow this. So this came, this really 24 not the way it came back to me.

SUSAN SOBLE ASSOCIATES, P.C. (312) 988-9868

SUSAN SOBLE ASSOCIATES, P.C. (312) 938-9868
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A This slide basically depicts that at age 50 when
you really are first eligible for retirement benefit the
accrual jumps way up, no big surprise. And at age 35, no
big surprise, change in formula.

Q And those jumps occur because of the enhancement
to early retirement benefits at those ages, is that right?

A Yeah. It has to do with plan design, the way the
plan is designed. When you're eligible, eligibility points
for a particular benefit.
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Page 136 ;

Q You didn't sit on the benefit board of review, did
you?

A No, I did not. 1did not. And ! did not attend
every benefit board of review meeting. There were select
meetings that I attended.

Q If you wouldn't mind going to X002656.

A Okay.

Q It's actually, there's a chart there and it
states, number 1: Reduce benefit program costs in the

10 Q Was there a reaction to these jumps in the 10 short-and-long term. And then there's a bullet point:
11 acecruals at these ages? 11 Abbott wants to significantly reduce and
12 A No. No, there wasn't other than, oh, okay, that's 12 better confrol retirement and other
13 a way of depicting it. Everyone understood that this is 13 benefit costs.
14 just the portrayal of it. So, no, it didn't get any... 14 Is that your understanding of one of Abbott's
15 Q Can we go ahead and mark that. 15 objectives during this time frame with regard to its
16 (Williams Deposition Exhibit No. 18 16 benefits?
17 was marked for identification.) 17 A As I read this today, I'm not sure | would have
18 BY MR. AMADEO: 18 phrased it in this way. What ['m taking an exception to is
19 Q Mr. Williams, you've been handed exhibit 18 which 19 "significantly reduce." Really the focus was to reduce
20 is numbered X002643 through X002681 and for the record it's { 20 future expense and lower the trend rate. So I would
21 also Moreland exhibit 8. 21 rephrase it today but, you know, we're picking at semantics
22 Do you recall receiving an e-mail from Mary 22 of words.
23 Moreland on February 5, 2003 with the attachment that is 23 Q That was a goal?
24 included in this e-mail that's titled Benefit Board of 24 A Right.
SUSAN SOBLE ASSOCIATES, P.C. (312) 988-9868 SUSAN SOBLE ASSOCIATES, P.C. (312) 988-9868
Page 135 Page 137 |
1 Review, Abbott Laboratories, February 5, 20037 1 MR. LIGUORI: What was a goal? I object to the
2 A Yes, [ do. 2 question.
3 Q Did you attend a meeting on February 5, 2003 with 3 BY MR. AMADEO:
4 Mary Moreland? 4 Q To lower the trend rates in terms of costs.
5 A Yes. Yes. This was the board of review meeting | 5 A Right.
6 referenced earlier. 6 @ Benefit costs.
7 Q And do you recall who else was present at that 7 A Right.
8 meeting? 8 Q And reduce future expenses with regard to
9 A No, not specifically. Steve would have -- no, not 9 benefits.
10 specifically. If you gave me a list I could tell you, 10 A Correct. Correct.
11 yeah, I remember them being there. But... 11 Q If you skip to the next page, this is number 2 and
12 Q Do you recall whether at there Benefit Board of 12 it's titled, it's a chart titled Provide A Competitive
13 Review meeting there were decisions about changing either |13 Benefit Package. The first bullet point there says:
14  the retirement medical plan or the annuity retirement plan? | 14 Abbott wants to provide an overall benefit
15 A This wasn't, | don't believe, the final final 15 package that is in the 50th percentile
16 meeting. Ithink this was an update and a discussion and 16 measured against a strong core of
17 kind of a here's the path we are on. Continue on or not. 17 pharmaceutical companies.
18 1 believe that was the nature of this meeting. 18 Is that your understanding of where Abbott
19 So with regard to decisions, there were 19 wanted to be in terms of its overall benefit package?
20 indications or alternative agreement that we like this 20 MR. TORRES: Objection, lacks foundation. It
21 direction. But this was not final final, if | recall. 21 assumes facts.
22 Q You're not - 22 But you can answer; I'm sorry.
23 A After I looked at the material I could tell you. 23 THE WITNESS: And the answer is yes, 50th
24 It would come back to me. 24 percentile is one way of stating it. We've also stated

SUSAN SOBLE ASSOCIATES, P.C. (312) 988-98638

SUSAN SOBLE ASSOCIATES, P.C. (312) 988-9868
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I competitive against average, yes. ] MR. TORRES: I'm going to object to form. O-b-j '

2 BY MR. AMADEQ: 2 can mean object too, but if you want to assume objective

3 Q Two pages after that for the record it's on 3 for the purpose of your question.... Otherwise I object,

4 X002659. Number 4: Do Not Subsidize Early Retirement. 4 it mischaracterizes the document.

5 Do you see that? 5 MR. AMADEOQ: Let's not make any assumptions of

6 A Yes. 6 that document. Let's go on o the last half of that line:

7 Q The first bullet point states: 7 Don't negatively impact current employees

8 Currently, Abbott's pension and retires 8 - "make it look good.".

9 health benefits encourage early retirement 9 Let's focus on that.

10 through heavy employer subsidies. 10 Do you recall making a statement about not
11 The next says: 11 negatively impacting current employees and then making it
12 Future designs will not preclude early 12 look good?

13 retirement but will minimize or eliminate 13 A No, I don't recall making this statement, no.

14 the subsidies. 14 Q Okay.

15 Is it your understanding that was another 15 A No.

16 goal in terms of Abbott's benefits? 16 Q Go ahead and mark that, please.

17 MR. TORRES: Objection, assumes facts. 17 (Williams Deposition Exhibit No. 20
13 Go ahead and answer if you can. 18 was marked for identification.)

19 THE WITNESS: Yes. 19 BY MR. AMADEO:

20 MR. AMADEQ: Go ahead and mark this. 20 Q Mr, Williams, you have just been handed exhibit
21 (Williams Deposition Exhibit No. 19 21 20, which is numbered HEW001986 through HEWO001988. Itis
22 was marked for identification.) 22 an e-mail from Ms. Moreland to Chuck Fischer and others at
23 BY MR. AMADEOQ: 23 Hewitt Associates dated April 17, 2003. Tt has also been
24 Q Mr. Williams, you've been handed exhibit 19. It 24 previously marked as Moreland exhibit 15.
SUSAN SOBLE ASSOCIATES, P.C. (312) 988-9868 SUSAN SOBLE ASSOCIATES, P.C. (312} 988-9868
Page 139 Page 141

I is a document entitled Finalize Design Recommendations and 1 There is a reference in Ms. Moreland's e-mail '

2 DB Transition Approaches. 2 to a meeting in her introduction in this e-mail. I'll just

3 Do you see that? 3 read it. Itsays:

4 A Yes, 4 I met yesterday with Miles White, Rick

5 Q For the record, exhibit 19 is X012058 through 5 Gonzalez, Greg Linder, Bill Preece, Tom

6 X012105. It's also been marked previously as Wagner 6 Wascoe, Grice Williams, Steve Fussell and

7 exhibit 7. 7 Lois Lourie to discuss the Abbott

8 Do you recall attending 2 meeting on March 8 retirement program alternatives.

9 26,2003 with Lois Lourie, Bill Preece and others in which 9 Do you recall meeting with Ms. Moreland and
10 this was presented, this document? 10 the other individuals mentioned in this e-mail to discuss
11 A Yes. 11  the Abbott retirement program alternatives on April 16,
12 Q If you wouldn't mind skipping to X0102094, there 12 20037
13 is a couple of notes on that page. Again, these are notes 13 A Yes.

14 that were taken by Mr. Wagner. 14 Q Okay. And as far as you recall, were the

15 A By Wagner? 15 individuals that she listed in attendance at that meeting?
16 Q That's right. 16 A Yes.

17 A Okay. 17 Q Ifyou go to the second page, the first bullet

18 Q The first note on that page is: Grice..., and 1 18 poin, it says: He -- it's the second sentence of the first
19 can't make out the rest of the next word, but the next word 19 bullet point. It says: He..., and I believe it refers to

20 after that is o-b-j which appears to be the abbreviation 20 Mr. White, Miles White?

21 for objective. Goes on to say: ...don't negative impact 21 A T'msorry. Oh, I've gotit. He really

22 current employees. Then in quotations: Make it look good. 22  embraced...

23 You see that? 23 Q He really embraced the concept that the

24 A Yes, Ido. 24 plan was overly rich, and I think he would

SUSAN SOBLE ASSOCIATES, P.C. (312} 988-98638

SUSAN SOBLE ASSOCIATES, P.C. (312) 988-9868
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Mary Moreland

.. Mary KMoreland To: Meghan McClimon/National/Hewitt Associates @Hewitt

RFM/Retirement-The Americas Associates NA

| Fax: 847-771-7905 Chuck Steinhaus/Midwest/Hewilt Associales @ Hewilt

(I ! Lincolnshire/10P-65-8 Associates NA

,' Ext. 17249 cc: David Haverick/Midwest/Hewilt Associates @ Hewilt

] Associates NA

01/27/2003 06:45 PM Richele Saja/Chicago/Hewitt Associates @ Hewitt
Associates NA .
Steve Wagner/Minneapolis/Hewill Associates @ Hewitt
Associates NA
Judy Whinfrey/Chicago/Hewitt Associates @ Hewitt
Associates NA
Chris Yurwilz/National/Hewilt Associates @ Hewilt
Associates NA

Subject: Abbolt -- 1/27 Meeting Regarding Retiree Medical Plan

Changes
Citenl: Abbott Laborataries Line of Business:
(00472) RFM
Confidential: No Record Type:

Comespondences

Mental Note: Consulting in tandem with TP is painfull

} met yesterday with Steve Fussell, Lois Lourie, Lesli Marasco, and Grice Williams from Abbatt and Tom
Kuhiman and Dave Osterndori from TP to discuss the most recent retiree medical design project. Lois
presented this material as well as two alternatives built {rom these options.

0127Abbott Retiree Health Care Alternatives..

Option 1-- Modifications to Current Structure

1. Change eligibility to 55/10; grandiather current ees age 45 and older; increase spousal contributions by
20% of total cost

2¢. Eliminate coverage for new hires

3a, For pre-65 retirees, offer only one PPQO plan

4p. For post-65 retirees, offer a drug-only plus a Medicare Supptement plan

Option 2 -- Fundamental Structural Changes

1. Change eligibility to 55/10; grandfather current ees age 45 and older; increase spousal contributions by
20% of total cost

2. For employees under age 45, create a flat-dollar benefit that accrues beginning at age 45, apply
interest to the flat dollar benefit so that it "feels" like an account

Summary of Qur Discussion

Steve repeatedly stressed the need for a FUNDAMENTALLY DIFFERENT SET POINT for the cost of the
benefit programs. We need to make sure that we convey this to the working team for the retirement
program redesign too.

Based on our discussions, the group recommended Option 2.

Qur discussion included:

¢ Steve: Do you reaiize that we're within five years of socialized medicine in this country?

HEW002174



Mary Moreland

e Steve: Don't try to replicate what we have now. Anticipate the future. For example, we'll have a
medicare prescription drug benetit by July and we don't want to set credits for this flat-dollar benefit
without taking that into account.

s Steve: Why can't we find a decent funding vehicle for the flat dollar account?

» Steve and Lois had quite an exchange about how one would access care under the account-based
plan scenario. Lois wanted to continue 1o self-insura. Steve was ADAMANT that they get out of the
insurance husiness. They would provide the dollars and arrange for a plan through an insurance
company. Dave Osterndorf stressed that this would be less efficient. Steve stressed that he just didn't
care.

+ Steve's goalis to be at the 25th percentile for Bl (when compared to other pharmas).

s Steve very much wants us to be able to show the impact of changes in plan "features" on the Bl
results. Can we do this with Bl modeler?

¢ The changes need to be announced in the first guarter of 2003, That feels very soon given how much
specificity there is around the design.

Why the Hurry? .

The issue that we're grappting with is that Steve has commitied to delivering $20 million in savings during
Q1 of 2003. Some changes in another benefit program will deliver $9.2 million. He was counting on the
changes in the postretirement medical plan to deliver the other $10.8 miliion. But in order to book those
savings in Q1, they need to be communicated during Q.

Steve was clearly not inclined to announce the changes to the postretirement medical program in Q1 and
then later in the year announce changes to the pension plan, 401(k), etc, So his preference was to try to
avoid the announcements if at all possible. As we talked, we concluded that since the change in the
eligibility saves $10.5 million, his savings goal could be achieved (almost) by just the change in the other
benefit program plus this one change in the eligibility for postretirernent medical. That buys some time to
look at the changes to the retirement program (DB, DC, and retiree health) logether and announce them
together.

So they will announce that eligibility for the postretirement medical plan is changing from 50/10 to
55/10 for all employees not age 45 on 12/31/2003 In the first quarter. They will also likely say that
“further changes to the programs are being considered.”

" Next Steps
Grice will convene a meeting of the Benefit Board of Review for early February. At that meeting, we will
present the change in eligibility with age 45+ grandfathered as a "done deal." We will also want 1o present
the other alternatives and the impact on costs for 2003 - 2007. Steve wants the meeting to be more a
"status update" than a session to decide on specific alternatives.

Here are the alternatives we need to focus on;

1. Change eligibility to 55/10; grandfather age 45+, eliminate coverage for new hires (have this one for
2003 and 2004 but need the later years) Need to make sure that we can suppor! the $10.5 million that we
promised in December for this one because Tebbetts will want to book 25% of that in Q1 of 2003. Were
we conservative? Could we make that number more like $10.8 milfion to achieve Steve's goal?

2. #1 above plus increase spousal contributions by 20% of lotal cost (have this one for 2003 and 2004 but
need the later years)

HEW002175



Mary Moreland

3. #1 above but increase spousal contributions by 20% for alf actives (grandfathered and not
grandfathered)

4, #1 above but increase spousal contributions by 20% for alf actives and non-grandfathered relirees
(post-87 retirees)

5. When looking at 1-4, make sure that we have enough informaticn that we can come back and change
to a post-65 drug only plan and get the cost impact for that as well

8. Fixed dollar benefit (this one needs more fleshing out but assume for now that it's a $6,000 per year
benelit that begins accumulating at age 45; assurne that allocations earn 5% interest and you can access
the benefit at age 55/10 or later; no spousal benefit uniess death occurs after retirement age)

Do we treat this as a curtailment? Dave Osterndorf said yesterday at the meeting that the answer is
yes. | sald that | wanted lo dig into it more. In the Q&A's for FAS 106, Q #30, Example 5 seems to be
on paint. It lacks like we create a negative plan amendment for the APBO reduction for those under
age 45 but then we do recognize somes UPSC. So it seems to me o be "sort of* a curtailment.
CHUCK: Can you please dig into this further?

How do we vaiue this plan? It seems that we would just start our accruals at age 45. That feels a little
strange to me, but it seems consisient with FAS 106. CHUCK: Could you please do some digging into
this as well?

Cur Opportunity
Since this project seems to be dove-tailing into what we're doing on retirement, how ¢an we capitalize on
this and become "the" health care consultant at Abbott?

HEW002176
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